This paper analyzes subjective well-being in Romania in 2001, 11 years after the collapse of the communism and the beginning of the transition to a market economy. Using a survey among 1770 individuals, we analyze the effects of various variables on self-reported measures of life satisfaction, and find that life satisfaction increases with housing standard, health status, economic situation, education, trusting people and living further from town, while it decreases by unemployment.
Introduction
This paper aims to analyze life satisfaction in Romania a decade after the revolt and coup in December 1989. This was the starting point for the transition from a command economy (when, excluding nomenclatura, citizens were equal in many aspects of life such as income, housing, access to education, art and cultural events, clothing, etc.), 1 to a market based economy (when citizens are faced to inequalities in income, housing, clothing, etc.). In the years following the revolution, there were optimistic views of Romania's own ability to transit into a democratic country with a free-market economy, especially among outsiders such as the International Monetary Fund (IMF) and World Bank, but there were also some domestic pessimism on the time needed to recover mentioning that the process would take more than a generation (McCollum, 1998) . In the beginning of the 1990's Romania received substantial assistance from different sources such as governments, public and private organizations (e.g., IMF and World Bank) in order to shorten the time needed for the transition, but it proved however to be much more difficult than initially expected. As a result of problems in the economy, new features appeared such as inflation, unemployment and decline in real income and widening income gap, but also, as a result of the revolution, the degree of freedom increased substantially.
By using survey-data from May 2001's Public Opinion Barometer, this paper
investigates what factor that influences subjective well-being. There is a recent and rapidly growing interest among economists to analyze subjective well-being (see e.g. Blanchflower and Oswald, 2002 , Easterlin, 2001 , and Frey and Stutzer, 2000 , 2002a , 2002b . Our analysis follows the standard approach applied in empirical studies on subjective well-being in economics (e.g. Frey and Stutzer, 2002 , Blanchflower and Oswald, 2000 , Easterlin, 2000 , where subjective well-being is normally collected by asking respondents to indicate their degree of happiness or life satisfaction on a multipoint scale.
2 Ng (1997) argues that people's ultimate objective is happiness, while money is only one tool to increase their overall happiness, and moreover there is also much evidence that self-reported subjective well-being is a quite good measure of individual well-being in comparison to other variables such as individual income or wealth (see e.g. Frey and Stutzer, 2002a, 2002b) . The results from such studies on subjective well-being have provided direct information on what affects individuals' subjective well-being. For example the insight by Clark and Oswald (1994) and Di Tella et al. (2001) , that unemployment causes larger welfare losses than previously assumed since not only lower income affects subjective well-being, but also the fact of being in an unemployed state per se seems to out weight the assumed positive effect of increased leisure. Thus, the strength of analysing subjective well-being is that it allows us to make conclusions that cannot be made when using the conventional economic tool box. Given the fairly equal starting point in terms of living standard for most Romanians at the time of revolution in 1989, this allows an interesting analysis on how the transition has affected different groups in the Romanian society some 11 years later. One interesting outcome of our analyses, except from what affects happiness, is to learn whether future policy formulations can promote improvement in subjective well-being, where 2 It should be noted that happiness studies have traditions in other areas of social science such as in psychology (e.g. Kahneman et al, 1999) and sociology (see e.g. Veenhoven, 1996) . potentially target areas could be the health care sector, unemployment and social security.
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The paper is organized as follows. Section 2 briefly describes the changes in Romania over the last decade. Section 3 describes the household survey, while Section 4 presents the results from the econometric analysis. Finally, Section 5 summarizes and concludes the paper.
The evolution of the ingredients of happiness in Romania 1989-2001
This section summarizes the evolution of the main determinates of well being in Romania, presenting their status before December 1989 and afterwards. Before December 1989, Romania was characterized by state-owned companies and a centrally planned economy, organized around a national plan. The main components were the 5-year plans and long-term directives for the next 10 years, with clearly specified objectives for each year.
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The communist regime did not only control the economy but also the citizens. This was done directly by for example limited freedom of press and restriction on migration, 5 and also indirectly by the secrete police, Securitate, 6 (who seem to have under control everything about all Romanians). Under these conditions, it 3 For example Di Tella et al. (2001) results suggest that people on average would be indifferent in terms of happiness between a 1% increase in unemployment rate or a 1.7% increase in the inflation rate using a quarter of million respondents from 12 European countries and the US. 4 The first 5-year plan covered the period 1951-1955, and there were eight 5-years plans until 1990. All these plans were mainly designed for an intensive labour demanding industrialisation. 5 Intracountry migration could be allowed to move due to marriage, schooling, or getting a new job.
However, a new employment was often conditional on having a domicile close to the workplace. In comparison to the other Eastern Europe countries, Romania had a relatively liberal emigration policy until the early 1980s when the situation was tightened as a response by the government to the drain of the country's skilled workers and its concern for the overall deterioration of the labour force. After 1989, both ethnic migration (especially among ethnic Germans and ethnic Hungarians), and labour migration increased Fassmann and Münz (1995) . 6 The secret police, called "Securitate", was the government's main supporting force, while the communist organisations have control to the lowest and the younger level.
is expected that there was a low level of trust on other people before December 1989, which might increased afterwards. According to Inglehart (1999) , relatively high levels of subjective well-being and interpersonal trust are conducive to the stability of democratic institutions. They are not necessarily conducive to transitions to democracy; quite the contrary, low levels of subjective well-being and interpersonal trust may play an important role in the collapse of authoritarian regimes.
According to measures of political and civil freedom used by the Freedom House, Romania has improved substantially since 1989. The political freedom index measures whether a government came to power by election or by other means, whether elections, if any, are free and fair, and whether an opposition exists and has the opportunity to take power at the consent of the electorate, while civil freedom index measures concentrate on the freedom of the press and the rights of individuals to debate, to assemble, to demonstrate, and to form organizations, including political parties and pressure groups. The index is measured on an integer scale between 1 and 7, where 1 is the highest level of freedom. Until 1989, Romania scored 7 on both measures but has since then gradually improved to 2 on both measures in 2000 (Gwartney and Lawson, 2002) . Statistics, 1989 Statistics, -2000 . Although the employment rate has decreased throughout the period, with exception for 2001, the rate of reduction has substantially decreased over time. The increase in unemployment has not been evenly spread between different sectors in the economy. The sharpest decline in employment is found in the industrial sector, while a smaller decline is found in other sectors like transport, hotels and restaurants. As a result of these changes, the agriculture sector, which includes self-employed farmers, has become the largest sector in the economy in terms of numbers of employed. This is partly explained by the increased unemployment in other sectors in the economy, but also because of the reformation in the agricultural sector that made many people land owners in the beginning of the 1990's. Moreover, the agricultural sector is characterized by very low incomes.
The recession in the economy has hit the level of real earnings, which has almost been reduced by 50% since 1990 (Romanian National Institute of Statistics, XXXX). In The lower degree of life satisfaction is compatible with the fact that Romania, and also Bulgaria, have progressed slower than the rest of the former Eastern European countries.
Data
We use the May 2001 survey from the Romanian Public Opinion Barometer database supplied by the Open Society Foundation. Collection of the data was based on sampling in three stages: (i) the sample is stratified by 18 geographic areas, residence (urban and 4 types of urban localities) and degree of development of rural localities (3 categories),
(ii) within each of the sample units a sub-sample of localities was randomly selected and (iii) within each of these a sub-sample, non-institutionalized adult population was randomly selected from the last electoral register. The sampling method is designed to produce a representative sample of the non-institutionalized adult population in Romania. The data were collected by in-personal interviews in the respondents' home.
The May 2001 survey contains 1816 individuals aged 18 or above.
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Due to non-item responses, we finally use 1770 individuals in the analysis. The questionnaire includes questions on demographic characteristics, health, education, employment status and other socio-economic characteristics. The subjective well-being question was framed in terms of life satisfaction "Generally, how satisfied are you with the way you live?".
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This question was assessed using a four-point scale with the following alternatives: "not 9 The measurement took place at different point in time (1990) (1991) (1992) (1993) (1994) (1995) (1996) (1997) , which may partly explain some of the differences found. 10 In addition, the Open Society Foundation collected a sample of 286 young people aged 18-25 years.
However, in order to analyze a representative sample, we do not use this group in our analyses. 11 In Romanian, "Cât de mulţumit sunteţi în general de felul în care trăiţi?" at all satisfied", "quite unsatisfied", "quite satisfied" and "very satisfied".
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Moreover, specific life satisfaction questions related to specific domains of life such as housing, health, cleaning in the municipalities, money and job satisfaction were also asked and responses reported using the same 4-point scale as in the general life satisfaction question. Table 1 presents the distributions of the answers to the satisfaction questions.
>>> Table 1 As shown in Frey and Stutzer (2002) , supported by Table 4 , Romania scores lower than the US and Western European countries on general life satisfaction question. 73% of the sample reports general life satisfaction to be unsatisfied. There are some differences between the answers to the domain specific satisfaction questions, but overall individuals do not seem to be unsatisfied to the same degree as with life in general, with exception for the monetary situation.
Econometric framework and results
To address the question on what determines life satisfaction, we use an ordered probit regression model, since life satisfaction is measured on an ordinal scale. Basically, we follow the method presented in Blanchflower and Oswald (2002) , which links ab economic model to econometric specification. The ordered probit model uses the maximum likelihood method to find the best set of regression coefficients to predict the self-reported values of life satisfaction to fall into the reported category rather than another, where classification is based on estimated cut-off points. The explanatory 12 In Romanian, ….. variables can broadly be separated into specific satisfaction variables, socio-economic and demographic variables. Respondents report on a four-point scale for each of the specific satisfaction variables and therefore we create 3 dummy variables for them, where the reference group is very satisfied. Job satisfaction needs a special categorization since not all people belong to the labour force. Base case is again very satisfied (with the job situation) and in order to disentangle those who currently do not work, we also create the following dummy variables: students, farmers, retired, and unemployed. Given that unemployment is a new feature in Romania it is of interest to study its impact on life satisfaction. Moreover, as discussed in Section 2, one way out of unemployment has been to take up the opportunity of farming, and thereby we may also expect negative impact from people belonging to this category on general self-reported life satisfaction. We use annual consumption expenditure per capita in the respondent's household, as a proxy for income, or more broadly standard of living (Deaton, 1997).
This approach has several advantages: responses to questions regarding household expenditure are considered more reliable than direct questions concerning income, and consumption expenditures tend to be smoother across seasons than income, particularly since a proportion of respondents are farmers. The household expenditure per capita variable is grouped into five groups: 0-300,000 lei (ROL) per month, 13 300,000-600,000 ROL, 600,000-1,000,000 ROL, 1,000,000-1,500,000 ROL and above 1,500,000 ROL, where the highest group is used as reference group. The cut-off for poverty is defined as 60% of the average expenditure per person REF. Molnar and Panduru (2000) reported that in Romania, in 1998, the share of persons belonging to households whose income is under the poverty line established at 50% of the median of households distribution by income per capita was 14.27%. At the 60% cut-off, the poverty rate accounted for 22.0%. Income is one of the variables that has been most substantially affected by the recession in the economy. Given the fact of an even income distribution certain level of income before 1990 and the high number of people under the poverty line, we would expect income to significantly affect life satisfaction. In our data set the average expenditure per capita corresponds to 1.07 million median? ROL and hence the poverty line is at 0.62 million ROL, which roughly equals the cut-off point between the second and third income group. Thus, this allows us to directly test for the effect of being above or below the poverty line on happiness. The third element of the post-1989 era in Romania is increased freedom. Adaptation to freedom is difficult to measure since this is partly dependent on the environment where you live. In order to incorporate a notion of this we included a variable on whether the respondent in general would trust other people, and we expect that people who trust others also have a higher degree of life satisfaction. This variable may also pick up local criminality. The other explanatory variables included are standard ones used in this type of analysis, and these are explained in Table 2 together with the descriptive statistics.
>>> Table 2 The answer to the general life satisfaction question, which is the dependent variable in our regression model, is unevenly distributed. Moreover, given the few observations in the highest group, i.e. among those being very satisfied with their life (1.8%), we merged them with those stating quite satisfied. Thus, we analyse life satisfaction on a 3-point scale. Table 3 presents the results from the ordered probit regression, where the dependent variable is self-reported life satisfaction. Table 3 also reports the estimated marginal effects calculated at the mean for each of the three different outcomes. A positive marginal effect for a given outcome indicates than an increase in the independent variable increases the probability that a respondent will belong to that specific category of life satisfaction and vice versa.
>>> Table 3 Three variables of specific interest are, as discussed above, income, employment status and trust. As expected economic status measured by the household expenditures per capita is positively correlated with life satisfaction, which are inline with other studies (e.g. Frey and Stutzer, 2000 , Gerdtham and Johannesson ,1997 , and Winkelmann and Winkelmann, 1998 . Interestingly, the two lowest income groups reflect individuals, who are classified to belong to household under the poverty line according to Zamfir (1999) , have a significantly lower life satisfaction. Moreover, the effect satisfaction of money also has a significant impact on life satisfaction, and a similarly strong effect on life satisfaction from satisfaction of own housing standard. In the analysis of the impact of occupation status, employed people who are very satisfied with their job situation is the base case. The only group, which is significant different form the base case, is the one containing unemployed people. The finding of the negative effect on life satisfaction from being unemployed is similar to findings in studies in Western Europe, where unemployment is not a new phenomenon (see e.g. Clark and Oswald, 1994 , Oswald, 1997 , and Winkelmann and Winkelmann, 1998 . Individuals who trust other people report a significant higher life satisfaction. The number of residents in the place where respondents live has a negative impact on life satisfaction, but it is only significant for those living on the countryside compared to others. However, if the respondents were born in the same area as they currently live, this increases the life satisfaction. Higher self-reported satisfaction with own health status has a positive and significant effect on life satisfaction as expected and in line with previous studies in other countries (e.g. Clark, 1994 and Gerdtham and Johannesson, 1997) . The effect of marital status, i.e. being married or unmarried has a positive impact on life satisfaction compared to others, and gender, i.e. males report a lower life satisfaction, are similar to previous findings but not significant at conventional level (see e.g Gerlach and Stephan, 1996 , Theodossiou, 1998 , and Winkelmann and Winkelmann, 1998 . There is a significant non-linear effect in age following a U-shape and it seems that people are unhappiest around the age of x, which also pretty much follows empirical findings elsewhere. The effect of education indicates that higher educated people are more satisfied with their life, and significantly higher if holding a university degree, which again is a confirmation of similarities to studies in Western European countries (e.g. Frey and Stutzer, 2000, and Gerdtham and Johannesson, 1997) . Finally, there is a positive effect of better self-reported local environmental quality on life satisfaction.
Discussion and conclusions
In this paper we have used data from the May 2001's Public Opinion Barometer in Romania in order to analyse which factors that influence subjective well-being. The general distribution of life satisfaction is not skewed towards the upper part of the distribution as found in surveys in Western European countries and the US, rather 73% stated that they were not at all satisfied or quite unsatisfied with life. While the absolute level of life satisfaction is lower, the results from the econometric analysis however are similar to those obtained when analysing data from Western European countries and the US in respect to relative impact of domain specific satisfaction and socio-economic characteristics on general life satisfaction.
Well-being among the citizens in a country should be of main concern of the policymakers. By analyzing subjective well-being this may allow identification of areas where public policies could have a significant impact on individuals' well-being. In our analysis we find that life dissatisfaction in Romania is mainly explained by dissatisfaction related to areas where policy makers actually could influence such as housing standard, health status, monetary situation, unemployment, and local environment quality. The post-revolution years in Romania did not result in the economic growth as expected, which possibly explains the low absolute level of life satisfaction. In the light of the poor performance of economic growth, it is not surprisingly that unemployment has increased and real income has decreased. The negative impact of these events on individuals life satisfaction are clearly demonstrated in the regression results, especially among individuals in household defined to be below the poverty line. The government has, however, taken action in order to reduce poverty by introducing redistribution schemes, where unemployment benefit is one important part. One reason for the strong effect of unemployment on life satisfaction may be that this is a new phenomena in post-revolution Romania. Another effect of the stagnation in the economy during the 1990's is that the material standard, especially housing, has not been improved (UNECE, 2002 
